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iIndependent Auditors’ Report

Boord of Education
Northwest Acadermy
Charlevoix, Michigan

We have audited the accompanying financial statements of the governmental activities and the
major fund of Morthwest Academy {the "Academy”). as of and for the year ended June 30, 2007,
which colleciively comprise the Academy's basic financiai statements aslisted in ihe table of contents.
These financial statements are the responsibility of the Academy’s management. Qurresponsibility is to
express opinions on these financidl statements based on our audit.

We conducted our audit in accordance with auditing stondards generally accepted in the United
Stotes of America and the standards applicable to financial audits containedin Govermnment Audifing
Standards, issued by the Compirciler General of the United Staites. Those standards require thot we
plan and perform the audit to obidain reasonable assurance about whether the financial statements
are free of material missiatement. An cudil includes exomining, on ¢ fest basis, evidence supporting
the amounts and disclosures in the financial staiements. An qudit also includes assessing the
acceounting principles used and significant estimates made by management, as well as evaluating the
overall finoncial siatement presentation. We believe that cur audit provides a reasonable basis for our
opinions.

The Academy lacked support for amounits paid from and received info the Aclivilies Fund.
Accordingly, it was net praciicable for us o exiend cur audit of such disbursements and receipis
bevyond the omounts recorded. Those amounts are included in the Fiduciary Fund and represent 100
percent of the assets and liagbilities of the Fiduciary Fund.

in our opinion, except for the effects of such adjusiments, it any, as might have been determined to be
necessary had the amounis paid from and received into the Fund been susceptible fo salisfactory
audit tests, the respective financial position of the governmental activities and the major fund of
Northwest Academy, as of June 30. 2007, and the respeciive changes in financial position, thereof for

the year then ended, in conformity with accouniing principles generally accepted in the United States
of Armerica.

in accordance with Governmen! Audifing Standards., we have also issued our report doted
October 2, 2007, on cur consideration of Northweast Academy'sinternal contral over financial reporting
and on our fesis of its compliance with certain provisions of laws. regulations, contracts. grants,
agreements and other matiers. The purpose of that report s io describe the scope of our testing of
internal control over financiol reporiing and compliance and the results of that fesiing, and not fo
provide an opinion on the internal controt over financial repording or on compliance. That report is an
integral port of an audit performed in accordance with Government Audifing Standards ond should
be considered in assessing the resulis of our gudit.
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Board of Education
Northwest Academy
Chaidevoix. Michigan

The management's discussion and ancalysis and the budgetary comparison information are not a
required part of the basic financial statements but are supplemeniary information required by
accounting principles generally cccepied in the United States of America. We have applied certain
limited procedures, which consisted principaliy of inguiries of management regarding the methods of
reasurement and presentation of the required supplementary informnation, However, we did not audit
the information ond express no opinion onit.

Qur audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Northwest Academy’s basic financial statements. The accompanying other
suppiemenialinformation is presented for the purpose of additional andalysis and is not areguired part
of the basic financial statements, The statement of receipts and disbursements ~ Fiduciary Fund has
not been subjected to the ouditing procedures applied in the audii of the basic finoncial statements
and, accordingly, we express ne opinion on them.

Wl JLD'EJ\MA'&UM& Lo

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan



Management's Discussion and Analysis

Overview of the Basic Financial Statements

Northwest Academy's (the “Academy's") basic financial siatements include government-wide
statements, fund financial statements ond noies to ihe financial statements. This report also
contains required and cther supplemental information in addition to the basic financial
statements

Government-wide Financial Stafements

The government-wide financial stiotlements report information on all of the Academy's non-
fiduciary funds. The government-wide statements are designed to provide readers with o broad
overview of the Academy’s inaonces, in o manner simitar to a private-secior business,

The Statement of Net Assets disploys all of the Academy's assets and liabilities, with the
difference reporied as net assets. All long-term assets and debt obligations are presented.

The Stotement of Activities focuses on the gross and net cost of the various functions within the
Academy (instruction, support services, elc.), which are supported by the Academy's general
revenues [unrestricted state aid, efc.).

Fund Financial Statements

The fund financial statements report on fhe governmental funds, with an emphasis on major
funds. Major funds are determined by the level of activily within the various funds. The focus of
the fund financial statements is on the sources and uses of funds during the current yeaor.

The fiduciary fund is also presented separate from the governmental funds, due io the fact thai
these assels do not represent assets of the Academy, These assets are not presented as part of
the Government-wide financial siatements.

Northwest Academy mainfains one individual governmenial fund. Information is presenied
separately in the governmenial fund balance sheet and the governmenial fund statement of
revenues, expenditures and changes in fund balances for the General Fund which is considered
a major fund.

Notes to the Financial Statemenis

The notes provide addifional information which is essential 1o o full understanding of the daia
provided in the governmeni-wide and fund finoncial statements.



Government-wide Financial Analysis

The table below summarizes the Academy's net assets as of June 30, 2007 ond 2004:

Norhwest Academy
June 30, 2007 and 2006
2007 2006
Assets
Current and other assets $ 204,532 $ 142,927
Capital assels - net of accum dep 489,948 502,893
Total assets 694,480 645,820
Liabilities
Cument liabilities 90,007 78,864
Noncurrent liabilities 432,082 444,892
Total lighilities 522,089 523,756
Net Assefs
invesiment in capital assets, net of reloled debt 44,779 40,787
Unrestricted 127,612 81,277
Totel net assefs $ 172,391 $ 122,064

Al the end of the fiscal year, Northwest Academy is able 10 report positive balances in both
calegories of net assets. The first portion of the Academy's net assets is its investment in capital
assets {lond, buiding and eguipment}, 1ess any related debf used fo acquire those assets thot is
still outstanding. The Academy uses these capilal ossels in providing educational services,
conseguently these assets are not available for future spending.

The remaining portion of net assets, urrestricted net assets, may be used ai the Academy's
giscretion to meet ongoing obligations.



The results for the School as a whole are reporied In the Statement of Activities, which is
summarized below:

Northwest Academy
Year Ended June 30, 2007 and 2004
2007 2006
Revenue
Programrevenue:
Granis and coniributions $ 42,188 b 47,149
Geneialrevenue:
State qid, unrestricted 592,628 454,982
Interest and investment eamings 500 156
Other 1,787 5.045
Tolal revenues 437,103 507,332
Function/Program Expenses
instruction 350.307 256,347
Support services 193.834 214,976
Intergst/fees on long-term debt 2%.858 30,681
Depreciafion (unallocated]) 12,945 12,942
Total expenses 586,944 514,946
Change in net assets 0,159 [7.614)
Net assets - beginning of year 122,064 129,678
Net assets - end of year $ 172228 3 122,064

As reporied above, the School recorded $586.944 of expenses. The majority of the Academy's
revenues were from unresiricted stiate cid {93%) and grants and contributions [7%).

The Academy’s increased enroliment provided more siate aid revenue withoul incCreasing
expenses by the same amount. In comparnson with the prior year it should be noted that the
prior yeor supporting services expenses included $47,245 for carpeting and painting. This year's
repair and maintenance expenses were much less.

Fund Financial Analysis
As of year end, the governmental fund reported a fund bolonce of $127.612 which is $46,335

more than the beginning of the year. The increase was due to increasing enroliment and o
comresponding increase in stale cid as was also noted for the increase in nest assels above.
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General Fund Budgetary Highlights

Final budgeted revenues and expenditures were more than originally budgeted 1o refiect the
increqsing enrollment ond siale aid.

Fingl revenues and expendiiures were very close 1o the final budgeted amounts,

Capiltal Assets

At June 30, 2007 the School had $622,055 invested in capital assels. The following fable
summoarizes the capilal asset activity {or the year:

Northwest Academy
Year Ended June 30, 2007

July 1, 2006 Additions Disposals June 30, 2007

Lang and improvements $ 75000 % - % - 3 75,000
Buildings and improvements 540,122 - - 540,122
Fumniture and equipment 6,933 - - 6,933
Total capital assets 622,055 - - 622,055
Less accum. depreciation 119,162 12,945 - 132,107
Net capital assets 3 502,893 3 (12,945 % - % 482,948

Debt Ouistanding

At the end of the year, the Acodemy had $445,16%9 oulstanding for ¢ building capital lease.,
Below is the debt activity for the year:

Northwest Academy
Year Ended June 30, 2007
July 1, 2006 Additions Reductions June 30, 2007
Building capitel leose 3 441938 $ - $ 16,769 3 445169

The reduction in debt was atfributable 1o regular debt poyments.
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Economic Factors

The economic factors which are most impacting Northwest Academy with respect to this
financial report are our sources of funding and student enrciiment.

Northwest Academy is a public school academy. Sources of funding available 1o public school
academies differ significantly from those sources availoble fo tradifional public schools. Public
school academies are not allowed to float bonds to pay for {ocififies and exira needs.
Approximately 95% of Northwest Academy's funds available 1o appropriate are generated by
the State foundation grant. The grant is based on student enrollment and serves as cur largest
source of funding for both operations aond facililies. Public school academies do receive services
from the local Intermediaie School District and those funds fall under the Tille programs that we
quality to receive. These funds amount fo less than 5% of our iotal income.

Over the last two years, Northwest Academy has seen an increase in enrollment due to the
major building improvements and renovations thal have foken place. In addition, of grades K -
4, we experienced our largest growlh to 85 students since the school opened in 19924, The
increased enrollment has helped us 1o be in o posifive cash position so that a bridge loan will noi
be needed for the fall of 2007, Our confinued funding challenge is present due 1o the fact that
public school academics do not receive funding from any other sources than the funds for the
per pupll count. These funds need to provide funding for all the facility and operating expenses
that we incur on an annual basis.

Financial Contact

The Academy's financial statements are designed 1o present users with ¢ general overview of
the Academy's finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be direcied towords the Business Oifice,
Northwest Academy.



NORTHWEST ACADEMY
Statement of Net Assets
June 30, 2007

Governmenital
Activities
Assets
Current Assets
Cash 3 £3.803
Due from other govemmental units 110,729
Total curent assets 204,532
Noncurrent Assets
Capital assets 622,055
Less: accumulated depreciation [132,107)
Total noncurrent assets 489,948
Total assets $ 694,480
Liabilities and Net Assets
Current Liabilities
Accounts payabie $ 2,215
Short term note payable 8,380
Accrued expenses 66,325
Building capita! lease, due within one yveaor 13,087
Total curent liabilities 20,007
Neoncurrent Liabilities
Building capital lease, net of current porion 432,082
Total liabilities 522,089
Net Assets
Investrent in capital assets, net of related debt 44,779
Unresiricted 127,612
Total net assets 172,391
Total liabilifies and net asseis 3 694,480

See accormpanying notes to the baosic finoncial staiemends.




NORTHWEST ACADEMY
Statement of Activities
Year Ended June 30, 2007
Net Revenue
(Expense] and
Changes in Net

Program Revenues Assets
Charges for Operating Grants Governmento
Expenses Services and Contribufions Activities
Functions/Programs
Governmental Activifies:
Insfruction ¥ 350,307 i 5,435 3 32,617 3 [{312,255)
Support services 193,834 800 3,336 (18%,698)
interest on long-term debt 29,858 - - {29.858)
Depreciation (unallocated) 12,945 - - {12,945]
Totatl governmental activities % 586,944 $ 6,235 % 35,953 {544,756}
General Revenves:

State aid, unresiricted 592,628

Interest and investment earnings 500

Other 1,787

Total general revenues 594,915

Change in net assets 50,159

Net gssefs - beginning of year 122,232

Net assets - end of year ] 172,391

See accompanying notes to the basic financial staternents 4



NORTHWEST ACADEMY
Governmental Funds
Balance Sheet
June 30, 2007

General
Assefs
Cash ¥ 93,803
Cue from other governmental units 110,729
Total assets 3 204,532
Liabilities and Fund Balance
Liabilities:
Accounlis payable $ 2,215
Short term note payable 8,380
Accrued expenditures 66,325
Totdl liabilities 76,920
Fund Bolances:
Unreserved:
Undesignated 127,612
Total ligbilifies and fund balances
3 204,532

See aocompanying notes 1o the basic financial sialements. 5



NORTHWEST ACADEMY
Governmental Funds
Reconciliation of Balance Sheet of Governmental Funds to Net Assels
June 30, 2007

Total Fund Balances - Governmental Funds ) 127,412

Amounts reporied for governmental activities in the statement
of net assets are different because:

Capital assets used in governmental aclivilies are not finoncicl
resources and are not reported in the governmental funds

balance sheet

Cost of capital assels 622,055
Accumulated depreciation {132,107}

Long-term fgbilities are not due and payable in the current period
ond ore not reporied in the governmental funds balance sheet

Building capital lease {445,149)

Total net assels - governmenia! activities 3 172,391

See accompanying noies 1o the baosic financial statements. 6



NORTHWEST ACADEMY
Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances
Year Ended June 3G, 2007

General
Revenues
Local sources $ ¢.872
State sources 607,604
federal sources 16,338
Interdistrict and other sources 3,289
Total revenues 637.103
Expenditures
Current:
Instruction 350,307
Support services 193.834
Debt service:
Principal 164,769
interest 29,858
Total expenditures 590,768
Net change in fund balances 46,335
fund balances - beginning of year 81,277
Fund balances - end of year $ 127,612

See accompanying notes to the basic finoncial siatements, /



NORTHWEST ACADEMY
Governmental Funds
Recenclliafion of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
Year Ended June 30, 2007

Net Change in Fund Balances - Total Governmental fFunds

Amounis reported for governmental octivities in the stalement
of net assets are different because:

Capital cutiays are reported in governmental funds as expenditures,
However, in the statement of activities, the cost of those assets is
aliocated over their esiimated useful lives as depreciation expense.,

Cagpital outlay
Depreciation expense

Debt issued provides cument financial resources to governmental funds,
but issuing deblt increases long-term liabilities in the statement of net assets.
repayment of debt principal is an expenditure in the governmenial funds,
bul the repayment reduces long-term liabilities in the siatement of nel assets.
Debt issued
Principal repaid

Change in nei assets - governmenial activities

See Goccompanying notes 1o the bosic finoncial statements 8

46,335

(12,945)

16,769

50,159




NORTHWEST ACADEMY
Fiduciary Fund
Statement of Fiduciary Net Assets
June 30, 2007

Student Activities
Agency Fund

Assets
Cash $ 13,9463
Investments 7,057
Total assets $ 21,020
Liabllitfies
$ 21,020

Due to student groups

See occompanying notes to the bosic finonciol statements, 9



NOTE T:

NORTHWEST ACADEMY
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Northwest Academy [the "Academy’) operates under a Board-Administrator form of
government and provides education services to its residents. The accounting policies of the
Academy conform to accounting prnciples generally accepied in the United States of
America (GAAP) as opplicable to governmenial uniis. The following is a summary of the
significont policies used by the Academy:

Reporting Entity

The accomponying financial statements have been prepared in accordance with criteria
established by Governmental Accouniing Standards Board Statement {GASBS) No. 14 {ond
amended by GASBS No. 39). GASBS 14 states the primary basis for determining whether
outside agencies and organizations should be considered component units of the Academy
and included in the Academy's financial statements is financial accountability, Financial
accountability hos been defined as {ollows: A primary government has substantive cuthority
o oppoint a voling majority of the component unil's board; the primary government is
either able to impose its will on a component unit or there is ¢ potential for the component
unit to provide specific financial burdens on the primary government; and the component
unit is fiscally dependent on ihe primary government. The Academy has no component
units.

Basic Financial Statements — Overview

The Academy's basic financial slatements include both government-wide [reporting the
Academy as a whole) and fund financial statements {reporting the Academy's major funds).
Boih the government-wide and fund finoncial statements cotegorize primary activities as
either governmental or business type. Governmentol activities, which normally are
supported by toxes and intergovernmental revenues, are reporfed separaiely from business
fype activities., which rely to ¢ significont extent on fees and charges for support. All of the
Academy’s activities are considered governmenial activiiies,

Basic Financial Statements - Government-Wide Statements

The government-wide financial statements report information on all of the nonfiduciary
activilies of the primary government. These siatemenis are reported using the economic
resources measurement focus and the full acerual basis of accounting. As o general rule,
the eftect of interfund aclivity has been eliminated from the governmeni-wide financial
statements. The government-wide focusis more on operationol efficiency, the sustainability
of the ACademy as an enlity and the change in the Academy’'s net assetsresulting frem the
current year's activities.

In the government-wide Statement of Net Assets, the governmenial aciivilies column is
presented on a consolidated basis. Due o the full accrual, economic resource pasis, all
long-term assets and receivables, as well as long-term debt and obligations are recognized.
The Academy's net assefs are reported in three parts - invesied in capital assets, nei of
related debt; restricted nei assets; ond unrestricied net assets. The Academy first utilizes
restricted resources to finance gudlifying activilies,

10



NCOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basic Financial Statements - Government-Wide Statements - Continuved

The government-wide Statement of Activifies, due to the full accrual, economic resource
basis, records revenue whean it is earned and expenses when aliability is incurmre d, regardiess
of the timing of related cash fiows. The Statement of Activities demonstrates the degree to
which the direct expenses of a given function are offset by prograom revenues. Direct
expenses are those that are clearly identifiable with a specific function. Program revenue
includes {1} charges to customers who purchase, use or directly benefit from goods, services,
or privileges provided by o given funclion and [2) grants and conlributions that are restricted
to meeting the opercational or capital requirements of a paorficulor function. Toxes,
unrestricted State Aid and other items not properly included among program revenues are
reporfed as general revenue. Any net costs, by function. are dllocaied to the general
revenue.

Basic FiInancial Statements - Fund Financlal Statements

The financial fronsactions of the Academy are reported in individual funds in the fund
financial statements. The operations of each tund are accounted for with a separaie set of
self-balancing acceounds that comprise its assets, liobilities, fund equily, revenues and
expenditures. The emphasis in the fund financial statemenis is on the major funds in the
governmental aclivities category. GASBS No. 34 sets forth minimum criteria {percentage of
the assets, liabilities, revenues or expendifures of the governmenial funds) for the
determination of major funds. The Academy's major fund, as described below, is the General
Fund. The Academy has no non-major funds.

The governmental funds financial stalemenis are reporied using the current financial
resources measurement iocus and the modified accrual basis of accounting. Revenues are
recorded in the accouniing period in which they become both available and measurable.
Revenues are available when received within the current period or within 60 davys after year
end. Expenditures are recorded in the occounting period in which the liability is incured
The exception io this general rule is principal and interest on generai obligation leng-ierm
debt, if any, is recognized when due,

The focus of the fund financial statementsis upan the determination of financial position and
changes in finoncial position (sources, uses, and batances of financicl resources).

Government resources ore allocaied to and accounted forinindividuat funds based upon
the purposes for which they ore 1o be spent and the means by which spending aclivifies are
conirolled. The various funds are grouped, in the finoncial statements in this repott, into
generic fund types and brocad fund cotegories as follows;

Governmental Funds

Governmental funds are those funds through which most schoot district functions typically
are finonced. The acquisition, use and balances of the Academy's expendable financial
resources and the related current liabilities are accounted for through governmenial funds.
Genergt Fund = The Generat Fund is used to record the general operalions of the Academy

pertaining to education and those operations not provided for in other funds. The General
Fund is o major fund of the Academy,
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NOTE 1.

NOTES TC FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basic Financial Statements — Fund Financial Statements - Continved

Fiduciary Funds

Fiduciary Funds are used 1o account for assets held by the Academy in a frustee or agency
capacity for ofhers and therefore are not available o support Academy programs. Since
these funds canncel be used to address aclivilies or obligations of the Academy, these funds
are nol incorporaied info the governmeni-wide statements. Rduciary fund siatements are
reported wsing the economic resources measurement focus and the accrual basis of
accounting. The {ollowing agency fund is presented in the Statement of Fiduciary Net
Assets:

Student Activities Agency Fund - The Academy presently mainicins o Student
Activities Agency Fund to record the Iransactions of student groups for school and
school-related purposes. The funds ore segregaied and held by ihe Academy for
the studenis.

Cash and Cash Equivalents

Cash and cosh equivalents include cash on hoand, demand deposits and other accounts
that have the general characterisiics of demand depgsits.

Investments

Investments are stated at {air markel value.
Capital Assets

Copital assets, which include lond, buildings. eguipment and vehicles are reported in the
Statement of Net Assets in the government-wide financial statements. Capital assets are
defined by the Academy as assets that are purchased or acquired with an original cost of
35,000 or more ond an estimated useful lite in excess of one year. Such assels are reported
at historical cost or estimated historical cost. Contiibuied assets are repeorted at fair market
value as of the date donated. additions, improvements and other capital ouliay thot
significantly exiend the useful life of an asset, or increase its capacily or efficiency. are
capitalized. Other costs incurred for repairs and maintenance is expensed Qs incurred.
Depreciation on all assets is provided on the siraighi-line basis over the following estimated
useful lives;

Buildings and improvemenis 20-50 years
Furniture and other equipment 5-15 years

Comparative Data

Comparative total data for the prior vear is not included in 1he Academy's financial
statements.
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NOTE 2:

NOTE 3:

NOTES TO FSINANCIAL STATEMENTS - CONTINUED
BUDGETING /COMPLIANCE

The Academy is required under Public Act 621 1o adopt a budget for the General Fund. An
annual budget is cdopted on o basis consistent with generally accepted accounting
principles and State law for this fund. State law requires the Academy to have its budget in
place by July 1. Expenditures in excess of amounis budgeted are o violation of Michigan
low. State law permits Academies 1o amend their budgels during the year. Al annual
appropnations lapse at year end.

The presentation of budgetary information is required for the General Fund. In the required
supplemental information section, the Academy's actual and budgeted expendiiures for
the General Fund are presenied. The Academy did not have an excess of expenditures over
approprations for the General Fund.

CASH AND INVESTMENTS

State statuies and the Academy's investment policy authorize the Academy to make
deposits in the accounts of federally insured banks, credit unions, and savings and loan
associations that have an cffice in Michigan; the Acoademy is oliowed o invest in U.S.
Treasury or Agency obligations, U.S, governmeni repurchase agreements, bankers
acceptances, commerciol paper rated prima at the fime of purchase thal maiures not
more than 270 days after the date of purchase, mutual funds, and investment pools that are
composed of authorized investrment vehicies. The Academy's depaesits are in accordance
with statuiory authority.

Cash Deposits

Custodiol Credit Risk - Deposiis. Custodial credit risk is the risk thai in the event of o bank
failure, the Academy’s deposits may not be refumed fo it. Al year-end, the carrying amount
of the Academy's deposits for both governmenicl activilies and fiduciary funds was
$107.766 and the bank bolance was $107,703. All of the bank balonce was covered by
federal depository insurance. State statutes prohibit security in the form of collateral, surety
bonds or another form be faken for the deposil of public funds,

Investiments

Credif Risk — As of June 30, 2007, the Academy had an investment in Wachovia open-end
mutual funas of $7,057.
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NOTES TO FINANCIAL STATEMENTS — CONTINUED

NOTE 4: CAPITAL ASSETS

Capital asset activity for the Academy's governmenial activities was as follows:

Bolance Balance
July 1, 2006 Addlitions Disposals June 30, 2007

Asets not being deprecialed:
Land and improvements $ 75,000 $ - 3 - ) 75,000

Capital assets being depreicated:

Buildings and improvements 540,122 - - 540,122
Furniture and equipment 6,933 - - 6933
Subiotal 547,055 - - 547,355

Accumutated depreciation:

Buildings and improvements 112,229 12,945 - 125,174
Furniture and equipment 4,733 - - 4,933
Subtotal 119,162 12,945 - 132,107

Net copital assets being depreciated 427,893 [12,945) - 414,948

Govemmental activities net
capital assets 3 502,893 § (129450 % - % 48% 948

Covernmental octivilies depreciation expense was charged as foliows:

Unaliocoted $ 12,945

NOTE 5; SHORT-TERM DEBT — STATE AID NOTES

The Academyissues State Ald notesin advance of Siate Aidreceipis, deposiling the proceedsin
the General Fund. This nole Is necessary becowse a State Aid payment is not received in
Sepiember.

Short-term debt activity for the year ended June 30, 2007, excluding interest expense of
$1.181 was s follows:

Beginning Ending
Balance Issued Redeemed Balance
State Aid Note $ 5.596 $ 30,000 Y 27216 $ 8,380




NOTES TC FINANCIAL STATEMENTS - CONTINUED
NOTE 6: LONG-TERM DEBT

The foliowing is o summary of the Acodemy's govemmenial activities long-term debt fransactions
for the year ended June 30, 2007:

Armount
Due
Beginning Ending Within One
Bolonce Additions  Reductions Balance Year
teases payable:
Building copital lease $ 461,937 % - $ 16768 3 445169 % 13087

Long-term debt payable af June 30, 2007, is comprised of the foliowing individual insfrument:
Building capitaltease:

$467,185 building copital lease in monihly instaliments of $3,510
including interest at 6.5% through August, 2010, I is expected
that ihe outstanding amount will be refinanced affer that date,
The lease is with a related port, Northwest Academy Building
Corporaiion. The terms ore identicat to those that the lesseor

has with its lender. $ 445,169

The annuat requirements to amaortize all governmental bond obligations are as follows:

Year Ending June 30, Principal Inferest Total
2008 $ 13,087 $ 29,027 $ 42,114
2009 14,056 28,058 42,114
2010 15010 27,104 42,114
2001 403.016 4,431 407,447
Total % 445,169 $ 88.620 3 533,789

Alllong-term debt will be liguidated trom the General Fund. There are limitations and restrictions
conioined in the vorious agreements. The Academy is in compliance with all significant
limitations and resinctions,

NOTE 7: RELATED PARTIES

In addition fo Northwest Academy Building Corporaiion noted in the Long-Term Debl Note, the
Acodemy is related 1o North West Bookkeeping who contracts with the Academy for rost of its
personnel. The conlracior also keeps the accounting records for the Academy, Payments (o
North West Bookkesping during the fiscal year ended June 30, 2007 were $428,563.

NOTE 8: RISK MANAGEMENT

The Academy carries commercial insurance for all risks of Ioss. The Academy pays an annual
premiurmn for its general insurance coverage.
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NORTHWEST ACADEMY
Required Supplementary Information
Budgetary Comparison Schedule
General Fund
Year Ended June 30, 2007

Varignce with

Criginal Final Final Budget
Budget Budget Actuqal Qver/{Under)
Revenues
Local sources 3 2,041 $ 9795 $ 2,872 $ 77
State sources 472,565 607,604 607,604 -
Federal sources 15,003 15,820 16,338 518
Interdistrict and oiher sources 11,034 3,289 3,289 -
Total revenues 500,643 636,508 637,103 595
Expenditures
Current;
instruction:
Basic programs 234,222 311,600 307,686 {3.914)
Added needs 27.861 41,879 42 621 742
Support services;
Instructional staff 6.961 6,757 6,765 8
General administration 47,205 49,964 42,131 (833}
School adminisiration 67,689 86,451 83,364 {3,087}
Business services 11,983 12,024 12,071 45
Operation and maintenance 32,440 35,690 34,572 {1,118)
Central 8.670 7,931 7.931 -
Debt service,
Frincipal 22861 16,769 16.76% -
Interest 33,337 29,858 29.858 -
Total expenditures 493,229 598,925 590,768 {8,157}
Net change In fund balance 7,414 37,583 46,335 8,752
fund balance - beginning of year 75,795 81,277 81,277 -
Fund balance - end of year 3 83,209 $ 118.860 $ 127,612 $ 8,752

See accompanying notes 1o the basic finoncial statements. 16
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5th & éth Grade

Art & Theater

Afhlelics

Class of 2007

Class of 2008

Class of 2009

Class of 2010

Class of 2011

Community Service

Friends of NWA

Friends of NWA;

Brya/Sciacca
Griffin
Metzger/Themm
Morrison/Halbert
Robargs
Stutzman
Vine/Maolewifz

Graduation

Lunch

Music

Off Campus Educational Activities

Playgreund Eguipment

Prom & Dances

School Store

Science

Spanish

Student Assistance

Student Government

Technology

Yearbook

Bank Interest / Charges

Luke Pace Memorial Fund

Total

NORTHWEST ACADEMY

Other Supplemental Information
Statement of Account Balances

Fiduciary Fund
Year Ended June 30, 2007

Balance 2006-2007 Balance
June 30, 2006 Receipis Disbursements June 30, 2007
3 1.596 $ 8 h) 218 3 4Bé

536 - 25 511
5 1,497 1,575 {73)
- 1,288 1.288 -
- 117 - 117
- 335 - 335
- 28 - 28
- 378 100 278
104 - - 104
4,096 10,468 7.559 7.205
- 142 42 100
- 450 250 200
- 240 100 140
- 271 271 -
- 20 20 -
- 164 164 -
- 125 - 125
127 150 257 20
- 504 30% 195
185 1.270 ),669 [214)
71 - - 71
1,200 903 3z 2,071
393 625 717 301
- 122 - 122
100 - - 100
232 394 550 78
306 - 190 110
- 263 - 261
200 - - 200
827 1,420 1,387 840
[1%} 5] - 32
6,586 47 - 7.057
$ 16,539 $ 21.906 $ 17.425 3 21.020




INTERNAL CONTROL, COMPUANCE AND OTHER MATIERS



Hill < Schroderus & Co., LLP

Certified Public Accountants & Consultants

October 2, 2007

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Boarg of Education
Northwest Academy
Charlevoix, Michigan

We have audited the financial siatements of the governmental activities and the major fund of Northwest
Acodemy as of and for the year ended June 30, 2007, which collectively comprise Northwest Academy's
basic financial statements and have ssued our report thereon dated Qclober 2, 2007. We conducted our
audit in cccordance with auditing standards generally acceptedin the United States of Americo and the
standards applicable 1o financial audils contained in Government Auditing Standards, issued by the
Compiroiter General of the Unitaed States.

Intemal Control Over Financial Reporiing

in planning and performing our audit, we considered Northwest Academy's internal control over financio!
reporting in order o determine our audiling procedures for the purpose of expressing our opinions on e
financial stotements and not o provide an opinion on ihe internal control over financial reporting.
Accordingly, we do not express on oginion on the effectiveness of the Northwes! Acodemy's internal conirol
over finoncial reporting.

Qur consideration of internal control over financial reporting was tor the limited purpose described in the
preceding paragraph and would not necessarily identify ol deficiencies in internal control over financial
reporting that might be significant deficiencies or materal weaknesses. However, as discussed below, we
identified o cerfain deficiency in infernal controt that we consider to be o material weakness.

A contrgl deficiency exists when the design or operation of o control does not aliow management or
employees, in the normal course of performing their assigned funciions, 1o prevent or defect misstaiements
on a limely basis. A significant deficiency is a control deficiency, or ¢ combination of control deficiencies,
that adversely aifects the enfity's ability 1o initiaie, autherize, record, process, or repont financial daota
refiably In accordance witn generally accepted accounting principles such that there s more than o
remofie likelihood that a misstatement of the enfity's financial statements that is more than inconsequential
will not be prevenied or delecied by the entity’s internal conirol.

A maierial weakness is a significant deficiency, or a combination of significant deficiencies, that results in
mere than a remote likelihood that o maoterial missictement of the financial statements will not be

prevented or detected by the entity's intemal control. We believe that the following deficiencias constitute
material weoaknesses:

The Schoot District does not have the expertise to prepare financial staiements in accordance with
generally accepied accounting principles. According 1o newly issued auditing standards this inabllity 1o
prepare financial statements in accordance with generally accepted accounting principlesis anindicaior
of asignificant deficiency and o strong indicator of a rnaterial weakness in internal confrol,
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Board of Education
Northwest Acodemy
Charleveoix, Michigan

We did note the School District's management does posses the skill necessary o prepare and moniior the
annual budget. The accounting system which is designed primarily for budagetary purposes and Staie of
Michigan FID reporing is also used gs the scurce information in preparing the financial statements in
accordance with generdlly accepled accounting principles with some adjustment, format differences and
note disclosures.

Loccumentation - The Academy had improved the support for amounts paid from and received info the
Trust ond Agency Fund. However, documentation supporting these payments and receipts continues to be
lacking in more thon a few cases.

Complionce and oiher motters

As part of obtaining reasonable assurance about whether Northwest Academy's finoncial statements are
free of material missiatement, we performed lesls of ils compliance wilh cerfain provisions of laws,
regulations, contracts and grant agreements, noncomplionce with which could have a direct and materiol
effect on the determination of financial siatement amounts. However, providing on opinion on complionce
with those provisions was not an objective of our audit, and accordingly. we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required 1o be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the management and Board of Education ond is
not intended o be and should not be used by anyone other than these specified porties.

Wil “Sdoudowa. 4 (o

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan



NO DATA COLLECTION FORM IS REQUIRED TO BE ISSUED TO THE NORTHWEST
ACADEMY FOR THE YEAR ENDED JUNE 30, 2007.



NO MANAGEMENT LETTER WAS ISSUED TO THE NORTHWEST ACADEMY FOR THE
YEAR ENDED JUNE 30, 2007.



